SUMMARY ANALYSIS OF AMENDED BILL

Franchise Tax Board

Author: Lesli e and Haynes Analyst: Paul Brainin Bill Number: SB 1383
Related Bills: SB 134 (97) Telephone: 845- 3380 Amended Date: 06- 30- 98
Attorney:  Doug Br amhal | Sponsor:

SUBJECT: FTB Tax Return Infornmation/Unauthorized Disclosure O
| nspecti on/ M sdeneanor

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT'S CONCERNS stated in the previous analysis of bill as
X introduced/amended January 6, 1998/April 20, 1998.

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSIS OF BILL ASINTRODUCED January 6, 1998, STILL APPLIES.

X OTHER - See comments below.

SUWARY OF BILL

This bill would add to the Adm nistration of Franchise and Incone Tax Law (AFITL)
a section treating willful unauthorized inspection or unwarranted disclosure or
use of confidential information as an act punishable as a m sdeneanor. Taxpayer
notification by the Franchise Tax Board (FTB) of any known act descri bed above

al so woul d be required.

Thi s anal ysis does not address the bill’s changes to the Revenue and Taxati on
Code (R&TC) administered by the State Board of Equalization and to the
Unenpl oynment | nsurance Code as they do not inpact the FTB.

SUWARY OF AMENDMENT

The June 30, 1998, anendnents renoved the changes to the section of the AFITL
pertaining to confidential tax information that may be provided to other entities
based on reciprocal agreenents.

The June 30, 1998, anendnents added a section to include the prohibition of
wi || ful unauthorized inspection by the FTB or any state enpl oyee to renedy
technical concerns identified in this departnment’s prior analysis of this bill.

A new di scussion of specific findings regarding the bill and pertinent state | aw
is provided below. The remai nder of the departnent’s analyses of the bill as
i ntroduced January 6, 1998, and anended April 20, 1998, still applies. The

departnment’s unresol ved policy and inplenentation concerns are reiterated for
conveni ence.
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SPECI FI C FI NDI NGS

Exi sting state |law under the R&TC, nmakes it a m sdemeanor for any current or
former nmenber or officer of the FTB or current or former state enployee to
di scl ose or use confidential inconme tax information.

This bill would nake any willful unauthorized inspection or unwarranted
di scl osure or use of confidential information a m sdenmeanor for anyone descri bed
in the | aw above.

This bill would require the FTB to notify a taxpayer of any known incidents of
wi | | ful unauthorized inspection or unwarranted di sclosure or use of confidenti al
i nformation.

Pol i cy Consi derations

This bill would conformstate |law partially to the federal |aw concerning
the unauthorized willful inspection of confidential tax records and woul d
require the notification of taxpayers of wllful unauthorized inspection or
unwarrant ed di scl osure or use of that information. However, federal | aw
requi res taxpayer notification only if a person is crimnally charged with
i nspection or disclosure of a tax return or return information. This bil
woul d cause the departnent to notify taxpayers of any known wi || ful

unaut hori zed i nspection or unwarranted di scl osure or use of confidential tax
records, regardl ess of whether crimnal charges are filed. In addition
this bill would make the offense a m sdeneanor for state purposes while it
is a felony under federal |aw

| npl enment ati on Consi derati ons

This bill would require additional education of the departnent’s staff
regarding willful unauthorized inspection of confidential tax records.
However, this education al ready has begun as a result of the new federa

| aw.
This bill would make “any wi || ful unauthorized inspection or unwarranted
di scl osure or use of confidential informati on” a m sdeneanor. It is unclear

whet her the m sdenmeanor would apply to any use of confidential information,
or only unwarranted use.



